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New Economic Measures in United King dom: 


Mr. Butler, the new Chancellor of the Exchequer, out- 
lined in the House of Commons on November 7 the eco- 
nomic position of the United Kingdom and the measures 
that he proposed for dealing with the deteriorating 
situation. 


External measures 


Gold and dollar reserves fell by $638 million in the 
third quarter of 1951; in October there was a sharper 
decline and reserves fell further, by $320 million. Similar- 
ly, the total sterling deficit in EPU, which had amounted 
to £183 million in the third quarter, was £89 million in 
the month of October. It is estimated that the current 
account deficit of the United Kingdom in 1952, on present 
trends and import programs, might be of the order of 
between £500 million and £600 million, and that gold and 
dollar losses on account of the whole sterling area will 
be somewhat higher. 

The long-term solution to present difficulties must be 
found in increased production, and this depends on 
higher output of steel and coal. To attain this end, the 
Chancellor stated that the Government would not refrain 
from adopting unconventional measures if necessary. As 
an immediate measure toward bringing about external 
balance, imports from nonsterling area countries will 
have to be cut by some £350 million. The cut in private 
imports, mainly in food but also in some manufactured 
articles, could be expected to be £130 million. This 
would involve the re-imposition of quota restrictions 
within OF EC, but the OEEC liberalization code had al- 
ways provided that quotas could be re-imposed if a 
country should experience balance of payments diffi- 
culties. Even after these new cuts had been applied, some 
60 per cent of U.K. imports on private account from 
OEEC countries would still be free from quota restric- 
tions. The cut in food imports would necessarily involve 
some reduction in food rations. 


The Chancellor also stated that the Government will 
slow down the existing rate of stockpiling, but no figures 
were mentioned in this respect. The personal tourist 
allowance, for the year ending October 1952, will be 
reduced from the present £100 to £50 (£35 for children). 
This restriction will not apply to Scandinavian countries 
where, under the present Uniscan arrangements, there 
is no ceiling on tourist expenditure. Imports of soft- 
wood will be transferred to the private sector of the 
economy but will be restricted by global limitations. 
These cuts, including the saving in shipping, and a tight- 
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ening-up on all forms of Wauen xpenditure dould be 
expected to yield ja total sayjeeyab £350 million. } 
Internal Measures recom eeminmnm ' 

The Chancellor stated there would ie a three- month 
freeze on new building, excluding housing, and that early 
in December all existing building programs would be 
reviewed. Every effort would be made to reduce govern- 
ment expenditure. While it was intended to drop the 
earlier proposal for a statutory limitation of dividends, 
the Chancellor appealed to companies voluntarily to re- 
strict dividend payments and maximize savings. A new 
excess profits tax would come into force on January 1, 
1952, but no details of this tax are available as yet. 

Mr. Butler stated that the Bank rate would be raised 
forthwith from 2 per cent to 24 per cent. The Bank of 
England would no longer buy Treasury bills automatic- 
ally and without limit as in recent years. It would, 
however, be prepared to make advances against Treasury 
bills at a new rate of 2 per cent. Bill rates might now 
be expected to fluctuate according to demand and supply, 
subject to day-to-day operations by the authorities to 
smooth out the incidence of daily government payments, 
etc. In order to bring the floating debt into more man- 
ageable proportions, three separate stock issues, totaling 
£1,000 million, and maturing in one, two, and three 
years, respectively, would be made against payment in 
Treasury bills. The respective yields of these stocks 
would be approximately 114, 144, and 134 per cent. The 
Chancellor estimated that the gross cost to the budget of 
the increase in interest rates would be £25 million per 
annum. 

Advances to local authorities from the Central Govern- 
ment will in future be made at 334 per cent instead of the 
present 3 per cent, which will eliminate the existing ele- 
ment of concealed subsidy. One effect of this measure 
may be to force local authorities either to raise house 
rents or to find new means of financing, and the Chan- 
cellor stated that a broad review of the housing subsidy 
would therefore be made. 

The Chancellor summarized the position by stating that, 
while the reduction in imports would add to domestic 
inflationary pressures, the change in the Bank rate, the 
review of the investment program, and the reductions in 
government expenditure would work in the opposite 
direction. If the present measures should prove inade- 
quate, the Government would have no hesitation in pro- 
posing further steps. 


Source: The Times, London, England, November 8, 1951. 
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U.S. Gold Movements 


The net outward movement of gold from the United 
States, which had reached a peak in January of this 
year and amounted to $880 million in the first quarter, 
was reduced in the second quarter to $57 million. Since 
then, the movement has been reversed, the total net 
inflow during the third quarter amounting to $290 mil- 
lion, and the rate of net inflow increasing during October 
and November to about twice that of the third quarter. 

Foreign countries’ earmarked gold holdings in the 
United States, which had begun to fall in April, were 
drawn down by $135 million in the second quarter, 
dropped by another $305 million in the third, and are 
reported to have suffered a further decline of about $200 
million since the beginning of October. This represents 
the first decline of earmarked holdings since 1947. 

The result has been an increase in the U. S. gold stock, 
held by the U. S. Treasury and the Exchange Stabiliza- 
tion Fund, of $292 million in the third quarter, the first 
increase since 1949. 


World Sulphur Supplies 

World requirements of sulphur, both crude and refined, 
have been estimated for 1951 at 7,134,200 long tons, con- 
trasted with production of 5,862,300 tons. Comparable 
estimates for 1952 are 7,596,300 tons and 6,255,600 
tons. Demand for sulphur in 1951 is 32 per cent 
greater than in 1949, and is expected to be 40 per cent 
greater in 1952. 
Source: International Materials Conference, Press Re- 

lease, Washington, D. C., November 9, 1951. 


Evrope 


Recent EPU Operations 

Except for the United Kingdom and France, nearly 
all the EPU countries reported surpluses for September. 
It became increasingly clear that the..United Kingdom 
was beginning to be the major debtor; for the fifth con- 
secutive month, it (and the outer sterling area) reported 


a deficit. The September deficit of 205 million units 
was the largest so far reported by the United Kingdom, 
and not only wiped out any residual surplus but orig- 
inated a net cumulative accounting deficit of 142 million 
units. The deficit of 50 million units reported by France 
was of more manageable proportions. There still re- 
mained a net accounting surplus of 88 million units for 
France. 

Among the creditor countries Belgium and Italy con- 
tinued to increase their surpluses, while Germany and 
the Netherlands continued to reduce their deficits. The 
Belgian surplus was 62 million units, thus bringing the 
cumulative accounting surplus to 411 million units, or 80 
million in excess of the quota. The Italian surplus was 
24 million units, and the cumulative accounting surplus 
was 142 million units, or 70 per cent of the quota. Both 


Of the major countries whose net gold transactions 
with the United States are currently reported, the most 
important reversals have been in gold movements of 
Western European and Latin American countries. The 
United Kingdom, whose net purchases of gold from the 
United States amounted to $1,020 million in 1950, bought 
$200 million in the first quarter of 1951, only $80 million 
in the second, and sold $320 million in the third quarter. 
Belgium, a net purchaser in 1949 and 1950, ceased to 
buy gold after the first quarter, and since then has made 
small sales to the United States. France, the Netherlands, 
and Switzerland have also stopped buying. Mexico and 
Uruguay, to which the United States had been selling 
gold through the first quarter of 1951, have turned into 
relatively large sellers to the United States. 

Source: Board of Governors of the Federal Reserve Sys- 
tem, Federal Reserve Bulletin, Washington, D. C., 
October 1951. 


Germany and the Netherlands reported a surplus of around 
50 million units. 

For the Netherlands, the October surplus was 72.6 
million units. Some special factors that contributed to 
the increase over September were the accelerated payments 
of commercial debts to the Netherlands, the receipt of 
£3.5 million (US$9.8 million) from the Royal Dutch 
Petroleum Company, and the settlement of transit-trade 
transactions. 

Sources: Agence Economique et Financiére, Paris, 
France, October 23, 1951; Het Financieele Dag- 
blad, Amsterdam, Netherlands, November 6, 
1951. 


Economic Developments in France 


_... Lhe French index of wholesale, prices rose, by 6.3, per 


cent in October, to 146.1 (1949 = 100). The indices for 
food products and for fuel and power rose by 5 per cent, 
and that for industrial products increased by 7.5 per cent. 
The index for imported goods was unchanged. 

The flight of capital in October was reflected in the 
figures of the deficit with EPU, which reached 160 mil- 
lion units. On November 8, the discount rate of the 
Bank of France was raised from 3 to 4 per cent, the sec- 
ond increase in a month (see this News Survey, Vol. IV, 
p. 126). Other rates were raised by 0.5 per cent, to 4.5 
per cent for advances on securities, to 4 per cent for 
30-day advances, and to 3.5 per cent for bank purchases 
of government paper maturing in less than three months. 

Effective October 5, the allotment of foreign exchange 
to French residents traveling to Switzerland, Belgium, 
Portugal, and Italy was set at an annual rate, irrespective 
of the number of trips taken, and was limited to the 
counterpart of 50,000 French francs. Prior to this 
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measure, exchange had been granted for each trip. 
Sources: Le Monde, Paris, France, November 5 and 9, 
1951. 


Belgium’s Free Foreign Exchange Market 

The regulations governing the free foreign exchange 
market in EPU currencies, which was established in Bel- 
gium early in October (see this News Survey, Vol. IV, 
p- 134), have been modified. As of November 2, foreign 
exchange bought in the free market may be used only 
for capital transfers to EPU countries and not for the 
import of goods or services from those countries. Also, 
Swiss exchange may be sold on the free market under 
certain conditions. 

The rates recently quoted in the free market have been 
close to par, e.g., approximately Bfr 139.6 per pound 
sterling (par rate, Bir 140 = £1). However, the change 
in the regulations may result in a serious decline in the 
demand for EPU currencies and a fall in free market 
rates. 

Source: Agence Economique et Financiére, Brussels, Bel- 
gium, November 5, 1951. 


Belgian Coal Production 

Belgium’s coal output for October is estimated at more 
than 2.7 million tons, or over 100,000 tons a day. For 
the first 10 months of 1951, output amounted to 24.5 mil- 
lion tons, approximately 8.5 per cent above that in the 
comparable period in 1950. The larger part of the in- 
crease is being absorbed by the steel industry, and there 
is a shortage for individual consumers. 

Employment in the Belgian coal mines, which has been 
increasing steadily, reached 158,000 in October, com- 
pared with 155,000 in August. The increase was due 
mainly to further recruitment of Italian workers. Dutch 
workers are also being recruited, and negotiations are in 
progress for obtaining German labor. 

Prices of coal are high, but the coal industry is making 
efforts to- bring costs of-production down by modernizing 
the collieries. 

Sources: Agence Economique et Financiére, Brussels, 
Belgium, October 31, 1951; The Financial 
Times, London, England, November 3, 1951. 


Netherlands Electric Power Program 

The Netherlands is about to launch a five-year program 
to increase electric power production, at a cost of 1.5 
billion guilders (about US$400 million). Completion of 
the program would raise the country’s electricity capacity 
from the present 5,000 million kilowatt hours to 9,000 
million by 1956. Faced with the choice of curtailing 
industrial production or taking other remedial measures 
this winter to meet the expected power shortage, the 
Government has announced ways of saving some 350 
million kilowatt hours in 1951-52. A plan to increase 
the rates paid for electric power is under consideration. 
Source: The Journal of Commerce, New York, N. Y., 

November 5, 1951. 


Norwegian Repurchase from the Fund 


The Government of Norway has discharged a repur- 
chase obligation to the International Monetary Fund by 
payment of US$9,560,948. This payment reduces the 
Fund’s holdings of Norwegian kroner to 75 per cent of 
Norway’s quota in the Fund. 

In March and April of 1948, the Government of Nor- 
way purchased US$5,000,000 from the Fund with Nor- 
wegian kroner, and in June and July of that year 
purchased 200,000,000 Belgian francs, equivalent to 
US$4,563,352. 


Source: International Monetary Fund, Press Release No. 
174, Washington, D. C., November 14, 1951. 


Norway’s Balance of Payments 


Norway’s balance of payments on current account 
showed a surplus of NKr 50 million (US$7 million) for 
the first three quarters of 1951, compared with a deficit 
of NKr 745 million (US$104 million) in the same period 
last year. The reasons for the improvement are all con- 
nected with the shipping sector: about 80 per cent is due 
to higher freight earnings and the rest to larger exports 
of second-hand ships. 

Norway’s terms of trade, excluding ships, improved by 
about 10 per cent over the same period last year. There- 
fore the trade balance, excluding ships, has remained 
practically unchanged, despite the fact that the volume of 
imports, excluding ships, rose more than the volume of 
exports, excluding ships. 

Since the balance of payments showed a deficit of 
NKr 90 million for the first half of the year (see this 
News Survey, Vol. IV, p. 59), there was a surplus of 
about NKr 140 million in the third quarter. 


Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, November 9, 1951. 


_Swedish Economic Situation. 


The Swedish Minister of Finance has stated that, in 
addition to a budgetary surplus and an investment tax, 
the country’s anti-inflationary program includes contin- 
ued credit restrictions, controls over construction activity, 
a tighter system of price controls, increased sterilization 
of the earnings of export industries, and negotiations with 
workers and employers in order to promote agreement 
on a restrictive wage policy. The Minister estimates that 
average real wages at the end of 1951 will be somewhat 
lower than they were a year earlier because of the 20 
per cent increase in the cost of living since the autumn 
of 1950. During the past year, building costs have risen 
by some 40 per cent; the Government hopes, however, to 
be able to bring down rents for new houses by means of 
subsidies. 

The autumn report of the Swedish Institute for the 
Study of Business Trends estimates that gross national 
product in 1951 will be at least 2 billion kronor higher 
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than in 1950, while the national budget will increase 
by 1 billion kronor. Despite the poor harvest, the value 
of agricultural and industrial production this year will 
probably increase by about 1 billion kronor, as originally 
estimated, but the favorable developments of the terms 
of trade are expected to raise the country’s income by 
1-1.5 billion kronor. This improvement will, it appears, 
result in an expansion of inventories by about 1 billion 
kronor, a strengthening of the foreign exchange reserves 
by 0.5 billion kronor, and an increase in investments of 
0.3-0.4 billion kronor. 

Private consumption has changed very little. In other 
words, the increase in real income has gone to industrial 
concerns, forest owners, and the public sector. Of the 
export industries’ estimated new earnings of more than 
2 billion kronor, some 0.7 billion has been blocked by 
means of so-called price-equalization charges, while some- 
what less than one half of the balance is being absorbed 
by taxes. 

The normal production increase of 4-5 per cent per 
annum is expected to continue next year although short- 
ages of coal, scrap iron, metals, and sulphur may cause 
some difficulties. Foreign trade results may be as favor- 
able as those this year, but a decline in export prices is 
quite possible. Public consumption will increase because 
of higher military expenditures. At the same time, an 
increase in private consumption may be possible, espe- 
cially since inventories next year will probably not have 
to be increased by the same amount as in 1951. 
Source: The American-Swedish News Exchange, Inc., 

News from Sweden, New York, N. Y., November 
7, 1951. 


Further Liberalization of Italian Imports 


In an effort to reduce Italy’s growing EPU surplus, a 
number of measures have recently been introduced in 
Italy to encourage further imports from EPU countries. 
It is unofficially estimated that at the end of October 
Italy’s surplus with the EPU countries reached 205 million 
units, an amount equal to the Italian quota in the Union. 

One of the new measures is the liberalization of 98 
per cent of the value (1948 basis) of Italian imports 
from EPU countries. Among the few imports not yet 
liberalized are automobiles, printing machinery, and wine. 

Also, customs duties for most imports will be reduced 
by 10 per cent for the next five months. Although this 
reduction applies in principle to imports from all coun- 
tries, it is aimed primarily at imports from EPU coun- 
tries. Imports from other areas are still subject, in most 
cases, to licensing. 

Foreign exchange will be lent by the Exchange Office 
to importers (through authorized banks) for a maximum 
period of six months and with an interest rate of 2.5 per 
cent per annum. Normal short-term interest rates in 
Italy are in excess of 10 per cent. 


A bill has been introduced to increase from 100 billion 
lire to 150 billion lire the amount of advances in foreign 
currencies to be granted by the Exchange Office to the 
Government for stockpiling. Most of the original 100 
billion lire have already been used. 

Finally, exports have been limited when directed to 
areas which, although “not scheduled,” used to offer 
payment in sterling (e.g., Japan). On the other hand, 
Italian payments to EPU countries for invisible items 
have been liberalized substantially, while measures have 
been taken to limit the inflow to Italy of speculative funds. 

The Government expects that these measures, while 
checking the growth of the Italian EPU surplus, will 
reduce domestic prices and prevent further rises in wages. 
A few weeks ago labor unions requested a new across- 
the-board wage increase of 15 per cent. 

To compensate industrialists for possible losses result- 
ing from increased competition, licenses have been lifted 
in a number of cases for exports to the dollar area. 
Sources: The Financial Times, London, England, Novem- 

ber 2, 1951; The Journal of Commerce, New 
York, N. Y., November 7, 1951. 


Lifting of German Import Restrictions 

The OEEC Council, in agreement with the German 
Federal Government, has decided that, as from January 1, 
1952, Western Germany will restore at least partially the 
liberalization of its imports from the other OEEC coun- 
tries. In the last few months Germany has been able to 
achieve sizable EPU surpluses—surpluses due in part to 
the large expansion of German exports to the other EPU 
countries and in part to the measures taken last spring 
to restrict German imports from these countries. January 
1, 1952 was selected as the date because the restoration 
of liberalization presupposes administrative measures, the 
implementation of which will take some time. However, 
Germany has been empowered to disregard henceforth 
the precise import restrictions imposed and to take a lib- 
eral position in the granting of import licenses. 

The OEEC has advised the Federal Government to lib- 
eralize at least 40 per cent, and if possible 60 per cent, 
of private imports from the other member countries. 
(The OEEC at present requires in principle the liberali- 
zation of 75 per cent of member countries’ private im- 
ports.) The Government has stated its intention to lib- 
eralize at least 50 per cent; the actual figures will be 
made public shortly. po 

The decision of the OEEC Council means that the 
special treatment which Germany has enjoyed within the 
OEEC since the spring of 1951 in view of its payments 
difficulties will soon be ended and that Germany will be 
subject, to the full extent, to the OEEC’s liberalization 
code. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, No- 
vember 4, 1951. 
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Allied Control of German Trade Negotiations 

The Allied High Commission in Germany has an- 
nounced that the control it hitherto exercised over nego- 
tiations conducted by the German Federal Republic for 
concluding trade and payments agreements with foreign 
countries has now been lifted. The international trade 
treaties which the Federal Government concludes are no 
longer subject to the delay of 21 days prior to their 
entry into force, which was required previously to allow 
Allied scrutiny of the treaties; and the Federal Govern- 
ment is not required to keep the High Commission cur- 
rently informed of negotiations. In respect to treaties 
with countries designated by the Allied High Commission 
for security reasons, however, the 21-day delay period is 
to be maintained. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 

October 27, 1951. 


German Coal Sales Organization 

The Allied High Commission announced on October 
25 its decision to liquidate the German coal sales organi- 
zation and to break it up into six regional sales organiza- 
tions. Decentralization is regarded by the French Gov- 
ernment as an important prerequisite for the realization 
of the Schuman Plan, but it is opposed by management 
and labor organizations in the German coal mining 
industry. 

The Allied High Commission stated that it approved 
the decentralization plan as prepared by a mixed German- 
Allied committee. The German representatives on the 
committee described the plan as a practicable solution 
although they would have preferred a central organization 
for coal sales. The High Commission has already issued 
directives for implementing the liquidation of the central 
organization, and has requested the Federal Government 
to provide experts to participate in the preparation of 
rules and regulations. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Oc- 
tober 27, 1951. 


U.S.S.R. Trade with Eastern Germany 

A trade agreement concluded on September 27 between 
the U.S.S.R. and Eastern Germany, which is valid until 
the end of 1955, covers only contemplated exchanges of 
essential goods. Exchanges of other goods will be gov- 
erned by separate agreements concluded as and when 
necessary. According to the Deputy Prime Minister of 
Eastern Germany, the purpose of the agreement is to 
adapt the production of each partner to the needs of the 
other. He stated that the detailed figures in the agree- 
ment were secret, but that exchanges between the U.S.S.R. 
and Eastern Germany would more than triple between 
1950 and 1955. The agreement does not appear to pro- 
vide for long-term credits, which Eastern Germany needs 
for her substantial investment program. East German 
imports will consist almost exclusively of raw materials 
and foodstuffs, with only a small proportion of finished 
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goods. East Germany will export machinery, ships, and 
chemicals, and settlements will be made at world market 
prices. This agreement puts the U.S.S.R. in first place 
as a trade partner of Eastern Germany, supplying all 
its cotton, a large part of its imported feedstuffs, con- 
siderable amounts of wheat, and 250,000 tons of coke per 
annum. In 1952 the number of large lathes of certain 
types constructed for Soviet orders will be increased to 
85, against 28 in 1951. The U.S.S.R. claims priority over 
the satellite countries in the delivery of ships for export, 


and the reconstruction of East German shipyards is to be 
accelerated. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Oc- 
tober 18, 1951. 


Middle East 


Cotton Futures Market in Egypt 

Cotton quotations in the Alexandria market made a 
new seasonal record during the two weeks ended Novem- 
ber 2. The price of long staple cotton (November con- 
tract) increased from 112.70 tallaris per kantar at the 
close of business on October 19 to 126.00 on October 26 
and 150.20 on November 2 (1 tallari = US$0.575; 1 
kantar = 99.05 pounds). Medium staple cotton quota- 
tions (December contract) rose from 82.55 tallaris per 
kantar at the close of business on October 19 to 89.40 
on October 26 and 94.75 on November 2. One factor 
responsible for this sharp increase was substantial pur- 
chases attributed mostly to short coverings. Another 
factor was the bullish interpretation of the decision taken 
by the Minister of Agriculture to issue on the first Mon- 
day of November an estimate of the crop by varieties, 
as it was thought that the new returns would be sub- 
stantially below the official figures disclosed in October 
(see this News Survey, Vol. IV, p. 144). The second 
estimates are generally given in December. 


Sources: The Egyptian Gazette (Weekly Air Mail Edi- 


tion), Cairo, Egypt, October 29 and November 
5, 1951. 


Egypt’s Cotton Exports 

Egyptian cotton exports during the season September 
1, 1950-August 31, 1951 totaled 884,554 bales, compared 
with 1,211,420 bales during the previous season. The 
chief customers were the United Kingdom (255,386 
bales), India (137,043 bales), Italy (98,646 bales), 
France (68,711 bales), and the United States (43,600 
bales). 
Source: Journal du Commerce et de la Marine, Alexan- 

dria, Egypt, October 1, 1951. 


New Railway Line in Saudi Arabia 

A new railway line has been completed connecting 
the port of Damman with Riyadh, the capital of Saudi 
Arabia, and passing through its oilfields. The new line 
is 566 kilometers long, took four years to be completed, 
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and cost about 175 million riyals, including the 28 million 
spent on establishing the port of Damman. 


Source: Le Cominerce du Levant, Beirut, Lebanon, No- 
vember 3, 1951. 


Foreign Loans for Israel 

A number of Austrian banks have granted the Jewish 
Agency in Israel a three-year revolving credit of $7 mil- 
lion for the purchase of huts and building materials. 


Source: Israel Economic Horizons, New York, N. Y., 
October 1951. 


Receipts of the United Jewish Appeal 

During the first nine months of 1951, total receipts of 
the United Jewish Appeal amounted to US$65 million. 
Receipts during previous years (12 months) were as 
follows: $90 million in 1950; $116 million in 1949; $148 
million in 1948. During the current year, receipts from 
countries other than the United States are expected to 
amount to $15 million, compared with $20 million in 
1950. Approximately 75 per cent of the receipts of the 
UJA accrue to Israel. 
Source: Business Digest, Haifa, Israel, November 1, 1951. 


Exchange and Gold Markets in Lebanon 
Exchange and gold markets in Beirut were fairly steady 
during October. Quotations for U. S. dollars and sterling 
increased a little, while those for the French franc dropped 
slightly. The rate for the U. S. dollar rose from 365 
Lebanese piastres on October 1 to 378 piastres on Octo- 
ber 31. The rate for Lebanese account sterling increased 
from 905 piastres on October 1 to 914 piastres on October 
31. The French franc (Lebanese account) was quoted 
at 910 piastres for 1,000 French francs on October 1 and 
840 piastres on October 31. In the gold market, the 
sovereign was quoted at LL44.95 on October 1 and 
LLA5.20 on October 31; between the two dates the Napo- 
leon dropped from LL36.50 to LL35.75. 
Source:' Le:€ommerce du ‘Levént,-Beirut; ‘Lebanon; “No- 
vember 3, 1951. 
Export Controls in Iraq 
The Government of Iraq has added flour and copper 
to the list of products whose export is prohibited. 
Source: Le Commerce du Levant, Beirut, Lebanon, No- 
vember 3, 1951. 
Iranian Purchase from the Fund 
The Government of Iran has arranged to purchase 
US$8,750,000 from the International Monetary Fund for 
the equivalent amount of 282,187,500 Iranian rials. The 
purchase is to be made in four equal installments over a 
period of two months. 
Source: International Monetary Fund, Press Release No. 
173, Washington, D. C., November 13, 1951. 
Pakistan’s Exports 
Pakistan’s wheat exports in 1950-51 are reported to be 
138,572 tons. Japan was the largest importer with 


74,000 tons, followed by West Germany with 30,000 tons, 

Turkey with 26,366, and Iran with 1,283. Rice exports 

during the same period totaled 14,020 tons, of which 

India received 7,011 tons and Aden and the Persian Gulf 

States 7,009 tons. 

Source: The Journal of Commerce, New York, N. Y., 
November 5, 1951. 


Far East 


Foreign Oil Investment in India 

Terms offered by the Indian Government to foreign 
petroleum companies for the construction and operation 
of refineries include a guarantee against nationalization 
for 30 years, full compensation in the event of national- 
ization with requisite exchange given for repatriation of 
capital and profit, concessions and rebates on import 
duties for equipment and crude oil, and a guarantee not 
to demand that prices be lower than those of imported 
products. The companies would train Indians on refinery 
operations. 

The Government is negotiating with Standard Vacuum, 
Caltex, and Burmah-Shell for construction of several 
plants of one million ton capacity at an estimated cost of 


US$30 million each. 


Source: The Journal of Commerce, New York, N. Y., 
November 13, 1951. 


China’s Trade Nationalization Plan 

Chinese Communist authorities are reported to be mak- 
ing preparations to launch a three-year trade nationaliza- 
tion plan early in 1952, involving the establishment of 
State monopolies in 18 different lines of business. Some 
guilds in Canton have already been instructed to “en- 
courage” their members to switch to other kinds of busi- 
ness which would not be placed immediately under State 
control. The businesses to be operated solely by the State 
include export’ and import trade, medicine and drugs, 
metals and hardware, raw materials for the chemical in- 
dustry, customs brokerage, bricks and tiles, dyestuffs, 
petroleum and products, vegetable oil and products, ivory, 
cotton yarn and cloth, business agencies, sugar and edible 
oil, sea products, small general-goods stores, lumber, and 
rice and flour. It was not disclosed whether the authorities 
hope to nationalize these 18 lines of business, but it is 
believed that State control will be imposed on only some 
of them in the first stages of the three-year plan and will 
gradually be extended to the others in order to avoid 
general economic dislocation and unemployment. 
Source: Far East Trader, New York, N. Y., November 7, 

1951. 


Philippine Sugar Situation 

Philippine sugar production for the 1951-52 crop year 
is officially estimated at approximately 1.2 million short 
tons, compared with 942,000 short tons for the previous 
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ns, crop year. The 1951-52 crop will be the largest in the 
rts postwar period, and it is expected that 900,000 tons will 
ich be exported to the United States. The annual U. S. quota 
ulf for Philippine sugar is about 950,000 short tons. Up to 
the present time, P48 million (US$24 million) has been 
a advanced by the Philippine Rehabilitation Finance Cor- 
poration to assist in the rehabilitation of the sugar 
industry. 
Source: Far East Trader, New York, N. Y., November 
7, 1951. 
ion United States and Canada 
tion U.S. Trade in September 
ation U. S. imports fell from $880 million in August to 
onal- $735 million in September—the lowest level since July 
yn of 1950. The decline extended to virtually all commodity 
nport groups, and was especially pronounced in imports of 
e not wool, burlap, coffee, sugar, tin ore, lead, and crude 
orted rubber. Exports also declined in September, to $1,231 
finery million, from $1,267 million in August. Exports of © 
machinery and vehicles and of vegetable food products 
cuum, and beverages decreased, while exports of textiles and 
everal tobacco were higher than in August. 
ost of Source: The Wall Street Journal, New York, N. Y., 
November 10, 1951. 
N. Ys 9 U.S. Metal Shortages 
Recent government announcements have given em- 
phasis to the problem of metal shortages in the United 
e mak- States. The steel shortage has become so severe that 
ynaliza- priority construction of schools and hospitals has had to 
nent of be delayed. As a result, the U. S. Department of Com- 
Some merce has reduced steel export allocations for the first 
to “en- quarter of 1952 to 628,000 tons, almost 10 per cent 
of busi- § below that of the last quarter of 1951. In addition to 
er State § this quantitative restriction, the order limits the granting 
he State § of export licenses to applicants who demonstrate that 
| drugs, § shipments are essential to military or defense-supporting 
nical in- industries or to the production abroad of strategic ma- 
yestuffs, § terials for shipment to the United States. 
is, ivory, Supplies of tin have fallen so low that the Defense 
rd edible § Production Administration has announced a decision to 
ber, and § suspend stockpile accumulation of the metal. Tin im- 
ithorities § ports have been sharply curtailed since the Reconstruc- 
but it is § tion Finance Corporation (the sole U. S. importer) 
nly some § virtually ceased its purchases abroad in the spring of 
and will § 1951. 
to avoid # Sources: Department of Commerce, Press Release, Wash- 
nt. ington, D. C., October 23, 1951; The Wall 
vember 7, Street Journal, New York, N. Y., November 
9, 1951. 
U.S. Inventory Control 
crop yeal The U. S. National Production Authority on November 
ion short § 7 added 96 items to the list of materials for which it 





e previous § asks manufacturers’ cooperation in limiting inventories. 
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This action brought the total number of items listed to 
about 190. About one half of the new items are chemi- 
cals, including sulphur. Other items are certain metals, 
including aluminum castings, some lumber products, and 
certain textile items, including nylon bristies and heavy 
webbing. 

The original order to limit inventories was issued in 
December 1950 to restrain manufacturers from accumu- 
lating supplies of certain materials in excess of “reason- 
able” business demands or for the purpose of reselling 
them at prices in excess of prevailing market prices. The 
amendment exempts imports from the order and provides 
that manufacturers may import listed materials in any 
quantity desired, as long as the total of domestic and 
imported supplies is not excessive. 

Source: The Wall Street Journal, New York, N. Y., 
November 8, 1951. 


Canada and the U.S. “Buy American” Act 

The Canadian Department of Defense Production has 
issued a statement, which has been reviewed by the U. S. 
Munitions Board, clarifying the position of Canadian 
suppliers under the U. S. “Buy American” Act. This 
Act does not apply to items purchased for delivery out- 
side the United States, its territories, and possessions. 
Prime contracts can be placed outside the United States 
if the U. S. price on orders over $100 is at least 25 per 
cent greater than the cost of Canadian supplies including 
duty, and if U. S. supplies are insufficient, of unsatis- 
factory quality, or not available in commercial quantities, 
as determined by the U. S. Department concerned. The 
Secretary of each U. S. Department can grant exceptions 
to the Act when its application would be inconsistent 
with the public interest or would unreasonably increase 
the cost. In accordance with a determination of De- 
cember 30, 1950 by the Assistant Secretary of the Air 
Force, all items except food and clothing procured in 
Canada: for ‘the t.-’S.. Air Force -are~ exémpt. from. the 
application of the Act. If the Act does not apply to the 
prime contract, there are no legal restrictions on the 
dollar amount of the subcontract which a Canadian 
manufacturer may receive. If the Act does apply to the 
prime contract, a subcontract may be placed with a 
Canadian concern if the non-U. S. material content does 
not exceed 25 per cent of the total cost to the U. S. 
contractor in manufacturing the end item. 


Source: Department of Defense Production, Notes for 
Canadian Manufacturers on the U. S. Buy 


American Act, Ottawa, Canada, November 8, 
1951. 


Latin America 
Brazilian Import Licenses 
The Brazilian Supreme Court has ruled that the issue 
of import licenses exclusively to “traditional” firms may 
tend to interfere with free trade as guaranteed by the 
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Constitution of Brazil. This decision makes it necessary 
for the Export-Import Department of the Bank of Brazil 
to revise its method of granting licenses. 


Source: Brazilian Government Trade Bureau, Brazilian 
Bulletin, New York, N. Y., November 1, 1951. 


Ecuador’s Trade and Exchange Controls 

In order to check excess imports and to speed up the 
collection of fiscal revenue, the Monetary Board of the 
Central Bank of Ecuador has decided that the payment 
of the 33 per cent ad valorem tax on import permits of 
List B imports should be made when the permit is issued 
and not, as previously, when the merchandise is finally 
paid for. 


Source: El Comercio, Quito, Ecuador, October 15, 1951. 


Settlement of Paraguayan Commercial Arrears with Brazil 
On September 15, the Bank of Paraguay and the Bank 
of Brazil agreed on the settlement of commercial arrears, 
totaling 112 million cruzeiros, which resulted from 
Paraguay’s trade deficit with Brazil during the war years: 
12 million cruzeiros were paid at the time the agreement 
was signed and the remaining 100 million cruzeiros will 
be paid in eight annual installments of 12.5 million 
cruzeiros each, beginning September 1, 1952. 
Source: El Pais, Asuncion, Paraguay, October 30, 1951. 


Peruvian Foreign Debt Adjustment 

The Government of Peru has announced the basis for 
a new debt adjustment plan for five issues of its out- 
standing dollar bonds, which has been approved by the 
Foreign Bondholders Protective Council in New York. 
Peru is now servicing its dollar bonds under a plan au- 
thorized by the Peruvian Congress in February 1947, 
which called for the cancellation of all outstanding in- 
terest up to December 31, 1946, and offered interest at 
1 per cent on the new bonds issued under the plan, to be 
increased by 1953 to a maximum rate of 24% per cent. 
The 1947 plan was accepted for about 70 per cent of 
Peru’s dollar bonds, but the new plan—which provides 
for a maximum interest rate of 3 per cent by 1953, and 
recognizes interest arrears by providing for the issue of 
non-interest-bearing scrip certificates equal to 10 per 
cent of the accrued interest, each certificate to be paid 
off in 15 annual installments beginning January 1, 1953— 
will apply to all bonds, whether or not they were turned 
in under the old plan. 
Source: The Wall Street Journal, New York, N. Y., 

November 14, 1951. 


Other Countries 
Australian Trade 
Australia incurred a trade deficit of £A111 million in 
the three months July to September, the first quarter of 
the current financial year. Exports were £A145 million, 
an increase of £All million over the corresponding 
period of 1950-51, but imports were £A256 million, an 


increase of £A84 million. The rise in imports resulted 
from heavy buying of machinery, motor vehicles, and 
textile materials, most of which were from the United 
Kingdom. In addition, higher freight charges meant 
large additional invisible payments. In view of the rise 
in imports and the fall in wool prices, some observers 
foresee a visible deficit of at least £A250 million during 
the year 1951-52. 

A new list of prohibited exports, designed to prevent 
scarce goods from leaving the country, has been issued; 
it includes zinc and zinc alloys, spare parts for motor 
vehicles, petroleum and other oils, and a number of 
drugs. At the same time, the prohibition on the export 
of certain chemicals has been lifted. 

Source: The Financial Times, London, England, No- 
vember 5, 1951. 


New Zealand Wool Marketing 

The New Zealand Wool Board has drafted a plan to 
ensure the stable marketing of New Zealand wool as an 
alternative to the Commonwealth Scheme, which broke 
down after Australian wool-growers refused to take part 
in it. The plan provides for minimum floor prices for 
New Zealand wool sold at auction in either New Zealand 
or the United Kingdom. When bidding falls below these 
prices, the organization will supplement the auction pro- 
ceeds up to the minimum price. The Board has decided 
that an appropriate over-all average price for next season 
would be 24d. per pound for greasy wool. The organ- 
ization to administer the plan would have the right to 
bid for and buy wool at prices up to the minimum price 
levels. 
Source: New Zealand Embassy, News from New Zealand, 

Washington, D. C., October 1951. 


Fund Alternate Executive Director 

Albert Mansour Bey, Minister Plenipotentiary of the 
Royal Egyptian Embassy in London, has been appointed 
Alternate Executive Director of the Fund for Egypt, 
Ethiopia, Iran, Iraq, Lebanon, Pakistan, the Philippine 
Republic, and Syria. He succeeds Mahmoud Saleh £1 
Falaki Bey. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Office of Public Relations 


INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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